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1.0 [bookmark: _Toc498427611]Executive Summary

This report will:
· Define Strategy at the three levels of business.
· Identify Starbucks current strategy.
· Analyse how Starbucks applies this strategy to their business within the UK.
· Critically evaluate the strategic model used within the report. (Bowman’s Strategic Clock)
· Offer recommendations based on the findings, to help Starbucks gain competitive advantages within the UK.
This report defines each level of strategy in the context of business. A range of different secondary sources was, used to help analyse Starbucks strategy. 
This report found Starbucks are currently using a differentiated strategy from the Bowman’s Strategic Clock. However, in the past Starbucks adjusted their strategy to hybrid to help to reduces costs and to re-balance business needs. Currently, they have returned to a differentiated strategy in the last few years to focus on their overall corporate strategy of offering the best coffee in the world. Which the company uses their brand, product and stores to add tangible and intangible value to their customers. 
This report also highlights the limitation of the strategic clock due to its perceived value to customers, as this term is very subjective to each individual. 
The recommendations are for Starbucks to focus on responding to their ethical issues, which would then help Starbucks gain a competitive advantage over their market competitors Costa.   
[bookmark: _Toc498427612]2.0 Introduction

Within this report, Starbucks competitive strategy will be identified, and critically evaluated. By using relevant theoretical models such as Bowman’s Strategic Clock. Secondly, once Starbucks competitive strategy has been identified. An evaluation of the strategy will be carried out, in regards to advantages and limitation of the strategy. Finally, recommendations will be made based on the report findings.  This report will focus on the UK market. 
[bookmark: _Toc498427613]2.1 Report Remit 
This report is seeking to analyse and identify Starbucks UK strategy in regards to their competitive advantages within the UK market. By analysing their strategy, recommendations will be identifies to gain competitive advantage within their current strategic position within the UK. 

[bookmark: _Toc498427614]2.2 Background of Starbucks
Starbuck are an international corporate coffee retailer chain, which specialises in premium ‘coffee and other relevant beverages and foods’ such as tea, juices, and fresh foods. Launched in Seattle in 1971 with a single finest fresh roasted whole bean coffee store. (Market Line, 2017, p. 1)
Starbucks arrived in the UK 1998 and now has ‘532 licenced stores through Seattle Coffee Company and 336 company operated stores. (Starbucks 2017, p. 1) (Statista, 2016, p. 1)  The UK coffee retailer market is work £2.2 billion and is continuing to increase due to the demand of high quality coffee products. However, Costa, Starbucks main competitor has ‘2,200 stores’ around the UK. (Market Line, 2017) ; In comparison, Costa has a larger majority of stores and larger market share within the UK coffee shop market compared to Starbucks. (Jarvis, 2016) Costa, are the UK favourite Coffee shop voted for by consumers. There is fierce competition within the UK market between coffee retailers due to rise in coffee culture and trends which has impacted on demand for coffee, which has led to increased competition within the UK market over the last few years. As you can see from the figure, one Costa has more stores within the UK compared to Starbucks, which is second with 807 stores. However, there is a big difference of 1,165 stores between the both, which has had a negative effect on Starbucks sales. 
Figure 1. Coffee Stores within the UK. - Source (Hooker, 2017) 








[bookmark: _Toc498427615]2.3 Definition of Strategy
 According to Johnson, et al., (2014, p. 298) strategy is defined as ‘the direction and scope of an organisation over the long term, which achieves advantage in the changing environment through configuration of resources and competences with the aim of fulfilling stakeholder’s expectations.’ By Starbucks having a long-term goal and direction it allows them to focus, their strategies, resources and competencies to align with their overall goal, to gain competitive advantage within the UK coffee retailer market. Starbucks Mission statement is to inspire and nurture the human spirit (Baer, 2013).

[bookmark: _Toc498427616]2.3.1 Business Strategy
Business level strategy, also known as competitive strategy. John et al (2014, p. 7) defines business strategy as ‘how an individual organisation should compete in their markets’. Starbucks uses their strategy to compete within the UK and international markets by using different tactics and strategies, which respond and challenge competitor’s strategies. Within this report business level, strategy will be analysed due to the nature of Starbucks competing within the UK coffee retailer market. This will allow Starbucks strategy to be analysed and evaluated, to make further recommendations. 
[bookmark: _Toc498427617]2.3.2 Competitive Advantage
According to Peteraf and Barney (2003) (cited in Sigalas, et al., 2013, p. 320), ‘a firm that has attained a competitive advantage has created more economic value - which is the difference between the customer's perceived benefit from product or service and the economic cost in order to produce the product or provide the service - compared to its competitors’.
Other Frameworks within this report will help analyse, such as an adaption of a SWOT analysis will help to analyse Starbucks Strategy and Ansoff’s matrix help to analyse and evaluate their growth strategies within the UK market.



[bookmark: _Toc498427618]2.3.2 Bowman’s Strategic Clock (1995).
According to Bowman’s 1995 (cited in Johnson, et al., 2014, p. 202-203) the Strategic Clock allows companies to move between strategies to respond to competitors within the market. According to Johnson, et al. (2014, p. 202) the ‘clock allows for more continuous chocies’ that organisations can use within a comptitive market.
This model focuses on ‘perceived products benefits and prices to customers rather than costs to organisations’. This model leaves scope for different strategies to be used dependant on current position within a market and competing against competitors, unlike Porters generic model where Porter states there are only three main area which can either be focused, cost leader, or differentiated, damager is becoming stuck in the middle. The major criticism with Porters is that organisation competing within a market may be stuck in 
The Middle of the three main areas, with no movement in response to competitors. 
Figure 2 Strategic Clock (1995) Source (Johnson, et al., 2014)
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[bookmark: _Toc498427619]3.0 Main Body
[bookmark: _Toc498427620]3.1 Starbucks Strategy
According to Johnson, et al. (2014) differentiated strategy seeks to provide greater benefits that add greater value to their offerings which differ from their market competitors. 
Starbucks currently uses a differentiation Strategy, which is located at 12 (zone 3) on Bowman’s Clock. Meaning that Starbucks provides products and services that are, perceived high value to customers and their prices are moderate. The high value added, by Starbucks is concerning with their high quality coffee products and other offerings, which allows Starbucks products to be premium priced. Instead of the low costs associated with perceived low values and low prices also known as a cost leader strategy.
[bookmark: _Toc498427621]3.1.1 Implementation of Starbucks Strategy
The differentiated strategy Starbucks has applied focuses on adding value through their offerings, which include tangible and intangible offerings such as their products, and customer experience.  Starbucks use their brand reputation to add value to their products and services within stores. (Quelch, 2008)
[bookmark: _Toc498427622]3.1.2 Brand Differentiation 
Starbucks brand is one of their strengths in recent years, their well-established brand with the icon emblem of their logo in recognised worldwide. Their logo and brand image adds value and contributes to their brand and reputation, which supports their overall corporate strategy; by striving to maintain the company’s position as the best within the coffee and tea markets where they operate. (Starbucks, 2016) Starbucks changed their logo in 2011 and the new logo just focuses on the emblem not the actual name. 
See Figure 3 Starbucks changing logos. (Fuller, 2011)
[image: C:\Users\p148033\Desktop\starbucks.jpg]





This can have a negative effect on a brands image too. In 2012, Starbucks paid zero tax on the UK division as they avoided paying tax, directly influenced their sales that year. (Bond, 2014)
[bookmark: _Toc498427623]3.1.3 Product Differentiation 
Starbucks offer a varied product line from, coffee and other beverages to food items and merchandise. Starbucks adds value through their high quality coffee product due to the unique blends, which differentiated from their competitors. Starbucks tailors their products to consumer’s tastes and preferences to ‘capitalise on consumer changing preferences’, which helps them to differentiate their product line and add to their in store offerings. (Forbes, 2016, p. 1) 
For example, Starbucks carries out research on customers and trends during cross section of time, which help to establish and entice customers to try their new seasonal drinks. According to Gensler (2016) Starbucks increased their sales by development new flavours to align with seasonal trends. 
A differentiated strategy is co-dependant on the organisation being able to identify and understand their customer’s needs. According to Starbucks annual report, 2016 they focused on ‘continue to offer consumers new coffee and other products in a variety of forms, across new categories, diverse channels and alternative store formats’. (Starbucks , 2016, p. 2) Which helped their overall growth of the organisation worldwide, but still did not increase sales within the UK. 
Starbucks acquired Teavana in 2012, to further their product portfolio and to capitalise on the traditional tea segment of the UK; however, the coffee trend continues to take over Briton. According to Roderick (2016, p. 1) sales of tea fell by ‘6%’ within the UK since 2012 due to the trend in coffee and changes within consumers culture. 
[bookmark: _Toc498427624]3.1.4 Primary Activities
According to Baer (2013) Starbucks are differentiate through their primary activities within their value chain, through sourcing Fairtrade coffee beans to help sustain the local communities that farm the beans, which also aligns with their Sustainable policy and Corporate social responsibility. Starbucks, revisits their primary activities of sourcing their coffee bean on a yearly basis, which ensure Starbucks source the best quality coffee, this also allows Starbucks to reassess their business performance to allow changes to be made if needed within their business strategy. 
Also in 2013, Starbucks reassessed how their stores were structured, due to fall in sales. Reducing costs and re-negotiating prices with their suppliers to balance business needs was essential at this point for Starbucks (The Good Shopping Guide, 2017).
This may be seen a hybrid strategy. However, currently Starbucks are focusing on differentiate of their products and innovation to add value, which see the organisation back at the differentiated strategic position on the clock. For example, their new voice search ordering application (Giles, 2017).
[bookmark: _Toc498427625]3.1.5 In store Experience 
According to Baer (2013) Starbuck also add value through a sustainable design, which focuses on the store environment.  They re-use or recycle furniture within their stores. In addition, they use local artists and crafts people to contribute to their store designers. This process acknowledges the circular economy, which reuses, and recycles products to maximise the value, However, Starbucks would need to incorporate this circular economy within their whole business model to be consistent with the true definition.  
This helps to build strong relationships with the local communities they operate in (Starbucks, 2017). Building relationship with communities and up cycling furniture helps Starbucks in regards to political and legal factors that affect Starbucks when opening new stores within countries, as this allows Starbucks to reduce costs and time constraints, when complying with local and regional regulatory (Sanford, 2011). 
The store environment helps to create Starbucks ‘third place experience’ for customers other than their work and home, to socialise and relax in a social environment. According to Mourdoukoutas (2014, p. 1) Starbucks creates an ‘affordable luxury space for middle-aged baby boomers to enjoy a cup of coffee with their friends or colleagues away from their homes’. Not only does Starbucks cater for the middle ages baby boomers they also attracts for young families with their broad menu and choice of food and beverages within stores worldwide (Mourdoukoutas , 2014).
Starbuck initially used a market penetration approach to gain market share by supplying their original style roasted coffee products to existing market to try to gain market share within the UK, by opening more company run stores. However, currently Starbucks do not have majority share within the UK marketplace they actually are considerably lower than costa their main rivals within the UK (Hooker, 2017). (See figure 1) 
Subsequently Costa increased their footprint and expanded all over the UK while Starbucks, reassessed their company owned stores within the UK back in 2013. Starbucks eventually introduced franchised stores to increase expansion worldwide in 2015, to help reduce costs involved and to protect their overall sales performance and profit margins. 
[bookmark: _Toc498427626]3.1.6 Operations and Distribution Channels Differentiation 
Starbuck’s also adds value through their operations through the roasting of coffee beans, which helps to differentiate their coffee sold in stores. However, their main competitors within the UK, (Costa) sell similar products (e.g. coffee products and flavours) but apply a more ethical approach, to their products and operations. Which has affected Starbucks market share within the UK in the last few years due to Costa gaining market share and increasing their sales year on year (Farrell, 2014) : (The Good Shopping Guide, 2017).  
Starbucks has been criticised over the last few years on their ethical, contribution as there rank last, on the ethical comparison table (The Good Shopping Guide, 2017). Due to using genetic modification within their products and other issue, surrounding their sourcing and product development in regards to their packaging of the products and coffee cups. Which has affected their overall sales in the UK due to publication within the media, which influenced consumers to try other brands. Starbucks have now launched reusable cups to address some of their ethical issues. (Smithers, 2013)
Currently, Starbucks distribution channels are different to their competitors as Starbucks unique channels focus on daily deliveries and multiple temperature requirements to ensure the highest possible quality product is maintained and delivered to stores and consumers (Starbucks, 2012).
 Starbucks stores are situated in ‘high traffic, high visible stores, include retail centres, office buildings, universities, services stations, drive thru, and express retail stores’; which targets mass market and the convenience consumer (Market Line, 2017). 
Now with Costa opening express retail stores and now drive thru, this will have a direct impact on Starbucks market share and sales due to the increase demand from consumers for convenience and as well as choice of premium coffee product (Market Line, 2017, p. 1).  Starbucks have been criticised in regards to using aggressive expansion, and trying to force independent competitors out of the market by opening stores on the same high street. The threat of new entries within the UK coffee market are moderate, due to other food and beverage companies are moving into the UK market; subsequently of the coffee trend and subculture within the UK . Example McCafe (Hooker, 2017).
[bookmark: _Toc498427627]3.1.7 Starbucks Supreme Customer Service 
Starbucks also focuses on their supreme customer service and marketing tactics is their personalisation of adding customers name to their coffee cups, which their main competitors do not do. This helps Starbucks to build on their customer relationship, and acquisition of new customers and retention. Their timing was perfect, as Coke Cola had started a trend with adding names to products to generate more sales, which did work however, this might not work for Starbucks. However, getting the name wrong can be infuriating for some consumers but there is no evidence to illustrate that it affects the customer loyalty or the company’s sales. In regards to their supreme customer service Starbuck have targets to serve customers within 3 minutes (Reddit, 2015). However, this source maybe bias as this is a former employee of Starbucks. 
3.1.8 Advantages of Bowman’s Clock.
The advantage of using the strategic clock is that organisation can respond and adjust their position on the clock to compete within the marketplace. 
Other advantage of Bowman’s strategic clock is that the clock allows organisations to move between zones to respond to competitor’s strategies and tactics within the same marketplace by analyse the organisation competencies and gain competitive advantage against their rivals. However, this can be detrimental to overall direction of the corporate strategy due to the constant analyse and evaluating on competitors movements.
3.1.9 Disadvantages of Bowman’s Clock. 
Disadvantage of Bowman’s’ clock are is that there are still grey areas which organisations can still get stuck between zones for a particular cross section in time, while transitioning. The other criticism of this model is how organisation measures perceived value in regards to the consumer. There are many definitions on marketing concept of, value proposition, and these definitions are open to interpretation by organisation and individuals alike. According to Hassan (2012, p. 82) value proposition can be defined as ‘the entire set of experiences that an organization brings to customers, including value for money’. This definition uses a subjective concept to describe value but value is subject to each individual. 
[bookmark: _Toc498427628]4.0 Conclusion
As this report, highlights how difficult it is too continuously use a differentiated strategy, if companies are not able to keep reinvesting money into the company.  It also highlights how competitor can slowly target the same customers, and copy organisation strategies and tactics to gain and steal market share off their competition, which has a direct impact on their position within the marketplace and overall sales. Bowman’s strategic clock allows businesses to adjust their position in the market to compete and gain competitive advantage. 
[bookmark: _Toc498427629]5.0 Recommendations
5.1 Recommendation 1
Starbucks should focus on responding to ethical issues surrounding the organisation. Such as their cups and where they source their food.  Which is highlighted within this report. By focusing on their packaging (E.g. cups) to be made of sustainable materials, this would gain competitive advantages over their rivals Costa within the UK market.  
5.2 Recommendation 2 
They could also focus on their unique coffee product and cater for the ever-changing needs and wants of its consumers to gain competitive advantage.
5. 3 Recommendation 3
[bookmark: _GoBack] In addition, continue to improve innovation and technology, to create applications, which makes it easier for their customers to order and engage with their brand. 
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